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The study of the UK SMEs employing external organisations
to support innovative products
C. Bussracumpakorn Design Department, Goldsmiths College, UK

Abstract
Product innovation is a vital strategy for organisations to grow and survive (e.g. Coyne ,1996; Trott
1998). The recent study of 100 CEO’s found that ‘companies that did not keep creating novel
products and depended on extensional products showed poor growth rates’ (PA consulting quoted
by Perry, 2001). Unquestionably, product innovation is an activity which contains high risk and
uncertainty. Either is it hard to define the final result or the achievement of the result is in market.
The research aims to investigate general viewpoints of ‘how’, ‘why’, ‘with whom’ and ‘which way’
the UK SMEs link with other organisations in supporting new products. One hundred and thirty
eight innovative product case studies, the winners of Millennium Products Awards during 19972000 were selected from the results of the first study by the Design Council regarding the 26
innovation issues/processes. The case studies employed the issue of Links with other organisations
in the contribution to their design and innovation successes. The postal questionnaires were
directed to Company Directors or Managers who were involved with the winning product. 55.8
percent is the response rate.
The paper presents the result of the external sources that the organisations linked with, and at which
stage of innovation process the organisations linked with other organisations. In general, the
research result presents 88 percent of innovative products which show a degree of radical changes
in design. Research institutions (47%) –universities and laboratories and production suppliers
(42%) –new technologies of components and systems are the most frequently chosen of external
resources in comparison with governmental specialist organisations (18%) and design consultants
(16%). The average number of links of external sources is one or two. Four stages during the
innovation process: research and development, concept testing, idea and concept generation and
manufacture show the important value of employing external organisations.
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The study of the UK SMEs employing external organisations
to support innovative products
Importance of innovative products
This paper defines innovative products as “new changes of industrial products”. However, new
changes of industrial products could be interpreted in many degrees of innovativeness. According
to Booz Alan & Hamilton, innovative products are defined into six categories: new to the world
products, new product lines, improvement of existing products, additions to existing product lines,
cost reductions, and repositioning. Following six categories, innovative products which are
mentioned in this paper do not include the categories of; additions to existing product lines, cost
reductions, and product repositioning. In addition, innovative products need to emphasise either
solving problem of existing products or applying new knowledge to create new product concepts.
It has been shown that the activities involving innovative products encounter high risk and
uncertainty during the product innovation process and the result of end products within market.
Nonetheless, the importance of innovative products has been also proved by many successful
industrial enterprises that it is central to sustained wealth creation and maintaining competitive
advantage. For example, Akio Morita (1992), chairman of the Board of the Sony Corporation, is a
successful industrial innovator in the area of many electronic developments, especially for the
domestic audio-visual market and the miniaturisation of radio-receivers. Dr. William E. Coyne
(1996), Senior Vice President Research and Development of 3M is with the concept of providing
products which give customers startling, new and valuable innovations. He mentioned the reason
behind the success of 3M is that innovative products provide delight to customers and ‘that delight
is the basis for long lasting customer loyalty’. Moreover, the recent study of 100 CEO’s found that
‘companies that did not keep creating novel products and depended on extensional products showed
poor growth rates’ (PA consulting quoted by Perry, 2001). In short, innovative products play a
significant part for industrial enterprises in sustaining their competitive advantage, wealth, and
long-term survival and growth.

Problems of UK SMEs
The critical problems of UK SMEs in creating innovative products are their internal constraints,
such as financial insufficiency, labour skills, and lack of management, marketing and sales skills
(Cosh and Hughes, 2000, cited by Hughes 2001) in comparison with larger enterprises. Following
the qualitative data from DTI (2001), ‘large firms tend to employ more workers, have higher skill
levels, pay higher wages and offer more stable prospects to their workforce which means that they
have the power and the capability to innovate consistently’ (Technology, Productivity, and Job
Creation, OECD, 1966 cited by DTI, 2001). On the contrary, ‘small firms tend to have more
limited financial and human resources, less ready information and shorter time horizons. In
addition, they are generally more risk averse and reluctant to engage outside help expect for the
very specific short-term.’ (Managing National Innovation Systems, OCED, 1999 cited by DTI,
2001; ENSR, 2000). Moreover, these constraints effect SMEs performance in producing innovative
products. The UK innovation survey of 2,344 enterprises, conducted by the Office for National
Statistics on behalf of the DTI during 1994-1996, revealed that ‘larger enterprises were more likely
to innovate than SMEs. Particularly, in the manufacturing sector where 83 percent of large
enterprises, but only 48 percent of SMEs were innovators - an enterprise that introduced any
technologically new or improved products, processes, or services (DTI, 1999). Moreover, large
firms were approximately three times more likely to be novel innovators than SMEs. Inevitably,
these lead thus to the low rate of growth and survival of SMEs due to their internal constraints
which are related to poor performance of introducing innovative products.
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As mentioned in the previous section, the importance of innovative products sustains industrial
enterprises to grow and survive. Unfortunately, the critical constraints of SMEs are mainly from
their internal sources. Certainly, these affect the result of rapid birth and dead rate of SMEs.
Generally, statistical data over recent years in the West Country indicated that ‘less than 50 percent
of SMEs survive for five years. Only 5 percent of SMEs are high-growth firms in terms of general
business expansion’ (Burton-Jones, 1999). Moreover, in Europe-19, referring to the latest data
available in 1995, showed that almost 2 million new enterprises arose, while over one and a half
million enterprises ceased to exist (ENSR, 2000). In short, from the low rate of growth and survival
of SMEs it might be assumed that they lack many skills and resources in developing their new
products.

External resources and innovative products
It has been widely claimed that links with external resources are so crucial in sustaining innovative
products for industrial enterprises in many ways, such as spreading high costs and risks, access to
market strengths, accruing technological capabilities and know-how knowledge, and being able to
generate product differentiation (Håkansson, 1989; Grabher, 1993; Johnston and Lawrence, 1991;
Nooteboom, 1999; Pilkington, 1999). Moreover, the research, conducted by UMIST on the topic of
“Risks and Rewards of Collaboration” (Littler, 1993 cited by Tidd et al 1997), revealed reasons for
collaboration of the UK SMEs with other external resources that they wanted to respond to key
customer needs, a market need, technology changes, competitors, and a management initiative. In
addition, the research pointed out that collaboration assisted SMEs to reduce risks and costs of
R&D, to broaden product range, and to improve time to market. In short, industrial enterprises
which know how to gain benefits from external resources indicate the benefits of reducing risk and
uncertainty, responding to key demands and fulfilling their internal incapability. From this
viewpoint, these reinforce the idea of encouraging SMEs to employ external resources in order to
expand their opportunities in creating and developing their innovative products.
The recent studies reveal that most industrial enterprises which attain the achievement of creating
innovative products in response to market needs are employing external linkages with other
organisations. Three well-known forms of business networks are: supplier-buyer relations in
automotive industry, regional networks in fashion and textile industry and global strategic alliances
in high technology industry. For example, in automotive industry, supplier-buyer relations have
been used as a way to share resources and capabilities in manufacturing process and design &
development of new products (Pilkington, 1999). In computer industry, there is collaboration
between various technological organisations to bring in a wide range of technologies to develop
new products (Nordwall, 1991). In textile industry in the northern part of Italy, social network and
linkages of family businesses play a significant part in creating new products (Perry, 1999). In
short, the paper assumes that these ways of business networks will play a crucial part as new
models for industrial enterprises to initiate innovative products in the beginning of 21st century.

Aims
According to the importance of innovative products, the problems of the UK SMEs, and the
relationship between external resources and innovative products, these are driving forces which
push an idea on this research. In order to broaden the idea of external resources and the
achievement of innovative products, the research aims to explore further general viewpoints of
‘how’, ‘why’, ‘with whom’ and ‘which way’ the UK SMEs link with other organisations with
regard to innovative products.

Case studies
The Design Council awarded the Millennium Product Awards, during 1997-2000, for the UK
enterprises which had the achievement of most innovative, well-designed products and services.
Durling D. & Shackleton J. (Eds.) Common Ground : Design Research Society International Conference 2002, UK. ISBN 1-904133-11-8

3

There are 1012 innovations which won the Awards. One hundred and thirty eight industrial
products were selected from the initial research by the Design Council, namely Innovation Stories.
The Innovation Stories, an analysis of 1012 innovations, revealed 26 innovation issues/processes.
The innovation issue/process, links with other organisations, was selected.

Research methodology
The study chose a postal questionnaire as means of this investigation. The survey was done during
March-August 2001. The questionnaires were sent out to Managing Directors, Project Managers,
Technical/Engineering Managers, Product/Design Managers, or managers who were involved with
the award winning innovations.

Questionnaire design
A postal questionnaire was designed, entitled ‘links with other organisations sustaining innovative
design’. It was divided into two main sections: (1) Design/Company Information and (2)
Design/Company Visions. In the former section, the study wanted to gather SMEs’ real experience
in links with other organisations in supporting innovative products. The latter section was to ask
about SMEs’ visions and beliefs about the main idea of links with other organisations which will
contribute new changes in design and will change the way SMEs do their business in the future.

Results
One hundred and thirty eight postal questionnaires were sent out. Seventy-seven questionnaires
were returned. The response rate was 55.8 percent. The results, which are revealed in this paper,
are an extraction from a whole outcome. The paper reveals the results from the questions one, four,
and seven. Questions one and four were designed by providing a list of constructed responses.
Question seven was designed providing a Likert-style rating scale on a four-point scale. Therefore,
the paper presents two ways of analysis: (1) mode, on questions one and four and (2) mean, on
question seven.

Question one
Question one was aimed to investigate characteristics of innovative products that the UK SMEs
created by employing links with other organisations. The study designed a list of five responded
answers. There were three choices which are defined as innovative products: (1) offering
completely new, unique and different design, (2) offering highly innovative design for specific
users, and (3) combining user needs and technology availability to offer new improved products.
The result reveals that 88 percent of SMEs can achieve innovative products in a level of radical
changes in design. The rest, twelve percent presents benefits of design improvement and an
updated version of the previous product. The entire result is shown in Table 1.
A list of responses
1. Offering completely new, unique and different design

Score (N)
20

Percentage
26

Rank
3

2. Offering highly innovative design for specific users

22

29

2

3. Combining user needs and technology availability to offer new improved design

25

32

1

4. Highly improving functions, appearance and quality in your design

6

8

4

5. Offering an updated version of the previous product

3

4

5

6. Others: new concept

1

1

6

Remark: N (A total number of the responded answers) = 77

Table 1: shows different types of industrial products that UK SMEs exploited from strategic linkages
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Question four
Question four was aimed to investigate which external sources were linked by the UK SMEs in
supporting the achievement of innovative products. It was designed by providing a list of fifteen
external resources. In general, an average number of external resources with which SMEs
connected are one or two as shown in Table 2.
A number of external sources
10

A total number of organisations (N)
1

7

1

6

1

5

6

4

9

3

10

2

22

1

22

0

2

Remark: N (A total number of the responded answers) = 74

Table 2: shows an average number of the external resources with which SMEs connected
Research institutions, including universities and laboratories are the main external resources with
which 47 percent of SMEs connected. Production suppliers, providing new technology components
and systems, are in the second place with 42 percent. Legal advisors, competitors, marketing
research organisations, and financial institutions show less benefit in supporting innovative
products. The entire results are shown in Table 3.
External sources
Research institutions (Universities and Laboratories)

Score (N)
35

Percentage
47

Production suppliers (New technologies of components and systems)

31

42

Distributors

17

23

User groups

15

20

Government specialist organisations

13

18

Knowledgeable organisations as co-suppliers

12

16

Design consultants

12

16

Professional designers

11

15

Retailers

8

11

Innovation Centres

8

11

Legal advisors

6

8

Competitors

5

7

Market research organisations

5

7

Financial institutions

3

4

*Customers

3

4

Remark: N (A total number of the responded answers) = 74
* (Asterisk) means the study separates ‘customers’ from ‘user groups’. This is because user groups are defined as a group of users
who use products and customers are defined as a group of customers who exploit from selling or buying products

Table 3: shows the percentage of external resources with which the UK SMEs linked in the
achievement of innovative products.
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Question seven
Question seven was aimed to investigate during which phase of the product innovation process the
UK SMEs employed links with other organisations. The result reveals four main stages that most
SMEs connected with external organisations. Four stages have connection with initial stages of
product innovation process: (1) research and development, (2) concept testing, (3) idea and concept
generation, and (4) manufacture. The entire result is shown in Table 4.
Each Phase of the Product Innovation Process
1. Research and development

Score
230

Mean
2.99

2. Idea and concept generations

184

2.39

3. Concept research

143

1.86

4. Concept testing

187

2.43

5. Market research

162

2.10

6. Marketing testing

168

2.18

7. Manufacture

181

2.35

8. Distributions

133

1.73

9. Services

122

1.58

10. Disposal

91

1.81

11. Others: Product testing

7

0.09

Remark: N (A total number of the responded answers) = 77

Table 4: shows an average value of each phase with which the UK SMEs linked during the product
innovation process

Result discussions
From the result of question one, it is clear that the UK SMEs employing strategic linkages with
other organisations obtain high value in attaining radical changes of industrial products. Combining
user needs and technology availability is the most popular way in introducing innovative products.
User needs play a significant role as new driving force for innovative products instead of
concerning two economical factors: high technology implications and market mechanism. In short,
it is becoming clear that external resources become part of promoting radical changes of industrial
products.
Further to the result of question four, it indicates that the UK SMEs make connection with research
institutions and production suppliers to gain new technologies, knowledge and/or information. This
means the SMEs need special support in terms of new technologies and/or knowledge which
consume time and money to embed them in-house. Moreover, the supports from distributors, user
groups, governmental organisations, manufacturers, and design specialists are complementary in
promoting the achievement of innovative products. If we look back to such internal constraints of
SMEs in creating innovative products, there are problems such as lack of various knowledge,
financial and capital constraints which are the main barriers. The result indicates a contrary view in
terms of finance because the UK SMEs demonstrated low value of financial institutions. This may
assume that they believe in the returned benefits of innovative products. In short, the result
indicates six significant external organisations supporting the achievement of innovative products
for the UK SMEs are: new knowledge organisations (technology and knowledge), distributors, user
groups, governmental organisations, manufacturers, and design specialists.
According to the result from question seven, it has been shown that SMEs mainly employed
external resources with regard to four main phases during the product innovation process: research
and development, concept testing, idea and concept generations, and manufacture. These phases
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reveal that the UK SMEs put their concerns on three stages: incubation stage, product planning
stage, and production stage. The connection with services, distributions and disposal phases
indicates less concern. In short, it is clear that the UK SMEs focus on innovative products just as
their production processes.

Conclusion
The research reaffirms that links with organisations can sustain the UK SMEs in order to produce
their innovative products. All results reveal that links with other organisations can mainly provide
radical change for SMEs’ products. As shown on a list of external organisations in question four,
there are a lot of possibilities where the UK SMEs experienced different benefits from different
organisations. The research suggests six external organisations with which innovative SMEs
should link: new knowledge organisations, distributors, user groups, governmental organisations,
manufacturers, and design specialists. Moreover, links with other organisations gain advantages in
supporting some highly investment phases during the product innovation process, such as research
and development and manufacturing processes which SMEs cannot afford to build up in-house
easily. In addition, they support SMEs on creative phases, idea and concept generation. According
to a focus group in this research, nonetheless, there is a small number of the UK SMEs that know
how to employ external resources as a way in supporting innovative products. The study hopes that
these results will help the rest of the UK SMEs to see an alternative way to sustain their innovative
products.
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